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THE MENACE OF SILVER LEGISLATION. 

BY THE HOST. BDWAKD O. LEECH, DIRECTOR OF THE MINT. 



The silver question is a part of that larger question of money 
and of the monetary standard, meaning by money an instrument 
which, in exchanges of services or commodities, serves as a meas- 
ure, and is, in and of itself, an equivalent. 

Time was when silver possessed the conditions necessary to fit 
it to serve as such a measure and equivalent. It does not possess 
them to-day. 

The history of coinage legislation in the United States prior 
to 1878 was a series of blunders, in consequence of which, at no 
time prior to that date, did gold and silver coins of full debt- 
paying power circulate concurrently in this country. The first 
Coinage Act (April 2, 1792) fixed the relative value of the two 
metals, in coinage, at 15 of silver to 1 of gold. In this legal rela- 
tion gold was undervalued ; that is to say, the quantity of gold 
in the gold dollar was worth more than a dollar. The result was 
that gold coins did not circulate, but gold was shipped abroad in 
exchange for commodities at its commercial value. 

To remedy this, the gold in the gold dollar was reduced 
by the act of 1834 (and the supplemental act of 1837) from 
24.75 to 23.22 grains, at which it still remains. The quantity of 
silver in the silver dollar, as fixed by the act of 1792, remained 
unchanged. The ratio in coinage between the two metals was 
fixed at 1 to 15.988 — practically 1 to 16. By this change silver 
was undervalued, and, in consequence, all our silver was shipped 
abroad, and gold was our only metallic currency. Indeed, in order 
to keep sufficient silver in the country for change purposes, Con- 
gress in 1853 reduced the weight of the divisional silver coins about 
8^- per cent, and limited their debt-paying power, at the same time 
withdrawing from individuals the right to have such pieces coined. 

Prom 1834 to the War of the Rebellion, when we went on a 
paper basis, gold constituted our only metallic currency. Theo- 
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retically we had a double standard ; practically we had a single 
standard, of silver or of gold, from 1792 to 1861. 

In the revision and codification of the coinage laws in 1873 the 
silver dollar, which was practically obsolete, was no longer author- 
ized to be coined, and gold was made the sole standard of value. 

In 1878, by what is commonly known as the " Bland Act," 
the coinage of the silver dollar, with full debt-paying power, was 
restored, not, however, for individuals, as prior to 1873, but on 
government account ; the law requiring the purchase, monthly, at 
the market price, and the coinage into silver dollars, of not less 
than two million nor more than four million dollars' worth of silver 
bullion. The minimum amount was purchased and coined. 

From that period (February 28, 1878) until this provision of 
law was repealed by the act of July 14, 1890, the government of the 
United States bought 291,272,018 ounces of silver, at a cost of 
$308,199,261, and coined from such bullion 377,246,880 silver 
dollars, with a net profit, or " seigniorage," of about $67,000,000. 

The present law (act of July 14, 1890) requires the purchase, 
monthly, at the market price, of four and a half million ounces of 
silver, of which two million ounces shall be coined, monthly, for 
the period of one year, into silver dollars ; after that date only 
such silver dollars need be coined as may be required for the re- 
demption of the treasury notes issued in payment for the silver 
purchased. The silver dollars coined under these various acts 
since 1878, although not containing a dollar's worth of silver, 
have been maintained in domestic circulation at par with gold by 
causes not necessary now to be considered. 

The silver question, as it now presents itself, means "free 
coinage of silver" in the United States concurrently with the free 
coinage of gold, at the ratio in coinage of 1 to 16 (exactly 1 to 
15.988); that is, that individuals may take silver of any kind 
or description to the mints, and have every 371J grains stamped, 
free of charge, into a dollar, which dollar shall be a full legal- 
tender, for its face value, in the payment of debts and obligations 
of all kinds in the United States. 

This is the right as to gold : why not as to silver ? There 
is an important difference. The minting of gold adds nothing to 
the value of the metal contained in the coin. It is simply a cer- 
tificate to the public of the weight and purity of the piece. As a 
matter of fact, fine gold bars sell in New York at a slight premium 
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above full-weight gold coin, being preferred for shipment and 
industrial uses. 

How is it with silver ? The commercial, or bullion, value of 
the silver contained in the silver dollar is to-day 80 cents.* 
Here, then, is an important difference which did not exist prior to 
1873, when we had free coinage of silver. In this difference lies 
the whole difficulty. Can it be overcome ? Let us see. 

Since 1873, when the United States adopted the gold standard, 
many important changes in respect to silver have taken place — 
changes we cannot ignore. They may be briefly enumerated as 
follows : 

1. Silver has depreciated in value, as compared with gold, over 
25 per cent, f 

2. European nations have for thirteen years discontinued its 
coinage as full legal-tender money. \ 

3. The exchanges of the world are settled everywhere in gold, 
or, if exchanges with silver-using countries, in silver at its gold 
value. 

4. The annual product of silver has doubled. 

In view of these changed conditions, is it possible for this 
country, acting in monetary isolation, by an act of legislative 

•taluk of the silver in a silver dollar at the average price of silver 
each year, 1873-1890. 



Calendar Average 

years. price. 

1873 $1,004 

1874 988 

1875 961 

1876 894 

1877 929 

1878 891 

1879 868 

1880 886 

1881 881 



Calendar Average 

years price. 

1882 $0,878 

1883 858 

1884 861 

1885 823 

1886 769 

1887 758 

1888 727 

1889 724 

1890 809 



t AVERAGE COMMERCIAL PRICE OF SILVER BULLION PER FINE OUNCE EACH YEAR 

FROM 1872 TO 1890. 



Fiscal years. Price. 

1872 $1.33445 

1873 1.29888 

1874 1.27827 

3875 1.24676 

1876 1.19501) 

1877 1.17250 

1878 1.18641 

1879 1.11875 

1880 1.14162 

1881 1.12957 

In 1871-73 laws were enacted In Germany by which gold was made the standard 
of value and silver demonetized. All silver coins which had previously been issued 
and received in the several states of the German Empire were called in. In order 
to procure the necessary gold for coinage purposes, Germany was forced to sell from 
time to time up to 1879 large quantities of silver from its store of melted coins, in- 
cluding the large amount received after the close of the Franco-Prussian War from 



Fiscal years. Price. 

1882 $1.13799 

1883 1.11889 

1884 1.1156!) 

1885 1.09117 

1886 1.03388 

1887 0.98439 

1888 0.95782 

1889 0.93537 

1890.. 1.04073 



302 THE NORTH AMERICAN REVIEW. 

power, to restore and maintain the value of silver at our coining 
rate, $1.29 an ounce — the present commercial value being $1.03 
an ounce ? and what would be the probable results of such legis- 
lation ? 

This would depend upon : 

1. The action and disposition of foreign countries in regard to 
silver. 

2. The quantity of silver which would come to our mints. 

3. The extent to which gold would be withdrawn from the 
treasury of the United States and from active circulation by our 
own people. 

I. If the International Monetary Conference, held in Paris 
during the French Exposition in 1889, proved anything, it was 
that, although there are a great many people in Europe who favor 
bimetallism, there is scarcely a European nation that would not, 
if it could, follow the example of England and adopt a gold mono- 
metallic system. 

Gold monometallism is, indeed, the goal toward which all 
European countries are tending, and to obtain the gold they need 
they are only awaiting a favorable opportunity to exchange their 
silver for it. The passage of a free-coinage act by the United 

France in payment of indemnity. The effect of this legislation was the creation of 
a demand for gold in Germany and an increase of the supply of silver bullion or 
melted coins in other countries, followed by a depreciation of the price of the latter 
metal. 

Owing to the fact that it became profitable to brokers and exchange-dealers to 
purchase silver in Germany and send it to the states comprising the Latin Union 
(France, Belgium, Italy, Switzerland, and Greece), for coinage into silver 5-franc 
pieces, it was decided by the contracting parties in 1874 to limit the amount of 
5-franc pieces to be coined by each. This, however, did not steady the price, and in 
1878 the states of the Latin Union decided to close their mints to the coinage of full 
legal-tender silver, since which time this coinage has not been resumed. 

The action of Germany in demonetizing silver was followed in December, 1872, by 
Norway, Sweden, and Denmark. These states entered into a monetary treaty, 
formally ratified by Denmark and Sweden in 1873 and by Norway in 1875, adopting 
the single gold standard and making silver subsidiary, to be coined only for change 
purposes. 

In 1875, Holland, which had been on a silver basis from 1847, adopted the "double" 
standard nominally, at the anomalous ratio of 1 to 15 %, but, in fact, prohibited the 
coinage of silver, thus practically going over to a gold basis. 

By the law of September 9, 1876, Russia suspended the coinage of silver, except 
such as was necessary for trade with China. 

In Austria-Hungary, while the silver standard legally prevails, gold only has 
been coined for individuals since 1879. except the coinage of Levant thalers, a trade 
silver coin. 

So that it may be ? aid that for the last thirteen years no silver coins of full debt- 
paying power have been struck for depositors in European mints. 
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States would afford that opportunity, since it would raise the 
price of silver temporarily to $1.29 per ounce. I say temporarily, 
for the ultimate effect of such legislation here would be to raise 
the price of gold the world over, by inducing countries that now 
have the double standard, or the single silver standard, to adopt 
the single gold standard, thus creating an increased demand for 
gold, and consequently causing it to appreciate in value ; aggra- 
vating, in fact, the very evil complained of — the enhanced dear- 
ness of gold. 

At the same time it would eventually lower the price of silver 
by enabling Europe to throw vast quantities of it on the Amer- 
ican market. Europe wants gold ; its ambition is to have a 
monetary system in which silver shall have no full legal-tender 
power ; in which it will serve only as a divisional coin. 

Let us glance at what silver Europe might throw upon the 
market if a sufficient inducement were offered by free coinage here. 

The stock of full legal-tender silver coins — aside from all sil- 
ver-change coins — in the ten principal countries of Europe is, ap- 
proximately, $1,103,200,000.* Of this, the large and visible sum 
of $466,000,000 is stored in the vaults of nine banking-houses. f 

Germany has still outstanding some $100,000,000 in old tha- 
lers, which she would be only too glad, we may assume, to sell, in 
order to perfect her monetary reform of 1871-73. It is only a 
question of time when Germany will sell her thalers, so as to 
make her monetary system as completely gold monometallic as 
England's, which she is imitating. 

* APPROXIMATE STOCK OF PULL LEGAL-TENDER SILVER COIN IN EUROPE. 

Full legal- 



Full legal- 
tender silver 
Countries. coins. 

France $650,000,000 

Germany 102.000,000 

Belgium 18,400,000 

Italy 25.800,000 

Switzerland 11,400,000 

Spain 90,000,000 



tender silver 
Countries. coins. 

Austria-Hungary 90,000,000 

Netherlands 61.800.0IX) 

Russia 22,000,000 

Greece 1,800,000 



Total $1,103,200,000 



t SPECIE HOLDINGS OP THE PRINCIPAL EUROPEAN BANKS. 

Banks. Gold. Silver. Total. 

Of England $122,361,823 $122,361,923 

Of France 220,481,649 $241,952,647 462,434,298 

Of Germany 132,576,439 66,288,217 198,864 656 

Of Austria-Hungary 26,376,430 80,633,039 107,009 469 

Of Netherlands 17,027,883 26,464,027 43,491.910 

Of Belgium 13,175,236 6,587,620 19,762,856 

Of Switzerland 11,853,063 4,530,833 16,383,896 

Of Spain 19,782,287 24,982,416 44,761,703 

Of Italy 60,000,000 > 15,000,000 75.000,000 



Total $623,634,910 $466,438,799 $1,090,073,709 

Distributed In proportion to the holdings at the end of 1886. 
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Austria- Hungary, which has by law the silver standard, but 
actually an irredeemable paper currency, is actively agitating the 
resumption of specie payments on the gold standard. She cannot 
resume on the silver standard for the reason that her silver coins 
are, even now, less valuable than the paper currency. There are 
about 166,000,000 silver florins in the Bank of Austria-Hungary, 
and, according to public prints, the intention is to sell 60,000,000 
(about $25,000,000) of these in order to procure gold. 

The Italian government has some 44,000,000 lire (or francs) 
in Bourbon piasters, about $8,500,000, which are looking for a 
market. 

Eoumania only a few months since sold some 25,000,000 lei 
(or francs) — about $5,000,000 — of full legal-tender silver coins 
at a ridiculously low price — about $1.06 an ounce — and has 
22,000,000, or about $4,400,000, more, which it is anxious to dis- 
pose of. 

It has been publicly stated that only recently agents of the 
Netherlands were trying to dispose of its stock of silver through 
New York bankers. 

Again, the Belgian press has recently been urging the govern- 
ment of that country to sell the Belgian francs, about $20,000,- 
000, in the vaults of the Bank of France, which would have to 
be redeemed in gold if the Latin Union were terminated. 

II. So much for stocks of European silver coin which might, 
and it is believed would, come to our mints under free coinage, if 
the price was maintained. 

Let us glance at the current product of silver from the mines, 
which we would certainly have to deal with. 

The product of silver from the mines of the world during the 
calendar year 1889 — the last year for which statistics have been 
compiled — was, approximately, 124,769,000 ounces, of the value, 
at our coining rate, of $161,318,000. 

This total embraces only such silver products as have been 
officially reported, or which are known from exports of silver from 
silver-producing countries to have been produced. How much 
more was produced, and is not a matter of record, it is impossi- 
ble to say ; but doubtless the amount was very considerable. 

In South America, which is a large silver-producing region, 
no sort of statistics of the product of the mines is compiled, es- 
pecially in Bolivia, which is the largest silver-producer of the 
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South American republics. So that the total recorded output of 
silver is, no doubt, below the actual product. 

It is believed that, owing to the stimulus to mining industries 
by the increased price of silver and lead, which are nearly always 
found in combination,— a stimulus the result of recent legislation, 
— the output of our own mines, and probably of the mines of 
Mexico and South America, was increased during the last year 
(1890). 

The product of silver in Australasia has largely increased dur- 
ing the last year or two, owing to the discovery of valuable silver- 
lead properties. In New South Wales silver was not found in any 
great quantities until recently, when rich fields were discovered in 
the " Barrier Banges." It is safe to say that the product of silver 
in the "Broken Hill" district alone, for the year 1890, will ag- 
gregate 8,000,000 ounces. 

So that the product of silver in the world for the calendar year 
1890 will probably approximate 130,000,000 ounces, or $168,000,- 
000 at our coining rate. 

The product of silver has more than doubled since 1873, as 
will be seen from the following table : 

PRODUCT OF SILVER IN THE WORLD DURING EACH CALENDAR YEAR, 1873-90. 
Fine ounces. Commercial U. 8. 

Calendar yea) s. (Troy.) value. coining value. 

1873 63.267.U0O $82,120,000 ¥81,800,000 

1874 55,300,000 70,673,000 71.500,000 

1875 62,262,000 77,578,000 80,500,000 

1876 67,753,000 78,322.000 87,600,000 

1877 62,618,000 75,240,000 81,000.000 

1878 73,476,000 84,644,000 95,000,000 

1879 74,250,000 83,383,000 96,000,000 

1880 74,791,000 85,636.000 96,700,000 

1881 78,890,000 89,777,000 102,000,000 

1882 86.470,000 98,230.000 111,800,000 

1883 89,177,008 98,986,000 115,300,000 

1884 81,597,000 90,817,000 105,500,000 

1885 91,652,000 97.564,000 118,500,0)0 

1886 93,276,000 92,772,000 120,600,000 

1887 96,141,000 94,048,000 124,304 000 

18S8 108,888,000 102,243,000 140,784,000 

1889 124,769,000 116,674,000 161,318,000 

1890 (estimated) 130,000,000 136,500,000 168,000,000 

That the annual product of foreign as well as domestic silver 
would find its way to our open mints under free coinage, so long 
as we could maintain the price in gold, there can be little doubt. 
As indicative of this, it may be said that from May 1, 1890, to the 
close of last December — the period of congressional silver legis- 
lation — the commercial value of silver imported into the United 
States was $22,841,429 ; of silver exported (only about half of 
VOL. CWI.—NO. 412. 20 
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which was domestic bars), $15,346,156 ; a net gain of foreign 
silver of $7,495,273., 

Since the passage of a law increasing the purchases of silver by 
this government to 4,500,000 ounces a month so stimulated the 
price here as to invite nearly $8,000,000 worth of foreign silver, 
and to stop the export of domestic silver, it requires no stretch of 
imagination to see that if the United States should by legis- 
lation offer to pay $1.29 per ounce (the equivalent of our coining 
rate), without limit as to quantity, it would naturally attract to 
its mints the entire silver product of the world, just as long as 
we could maintain that gold price. 

It could go nowhere else. The mints of Europe are closed to 
it. The mints of Mexico are open to it, but the stamp of that 
republic adds no value to the twenty-odd millions of pesos which 
are annually coined, and they go fresh from the presses of the 
mints into the melting-pots of India and the United States. 
With the exception of the annual absorption of silver by India 
(the great silver sink of the world) to the extent of $40,000,000, — 
where the surplus silver product has heretofore gone, — there is no 
actual demand for silver for coinage purposes by civilized nations, 
and the artificial price created by our legislation would naturally 
and certainly attract the product here in exchange for our gold, 
as long as that artificial price was maintained. 

It is important to observe that the conversion of silver into 
silver dollars by free coinage proper would be limited to the ca- 
pacity of the mints — three and half million pieces a month, working 
regular hours, or working night and day, say five million pieces. 

The bill which passed the Senate, and is now pending in the 
House, hastens the effects of free coinage by providing for the 
instantaneous conversion of bullion into legal-tender forms of 
money. 

Is it conceivable that the invitation to the owners of silver 
throughout the world to exchange, in this expeditious way, 371J- 
grains of silver, now worth less than 80 cents, for our gold dollar, 
worth everywhere 100 cents, would not be heeded ? But it must 
be borne in mind that the enhanced value of silver is but a tem- 
porary gain, and vanishes as it is sought after. How long, under 
such conditions, would we be able to maintain gold payments ? 

III. The stock of gold in the United States was, on the first 
of February of this year, approximately, $708,000,000. With this 
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immense stock, larger than that of any other country in the world 
except France, we have been enabled to keep in circulation, con- 
currently with our gold coins, 391,566,005 silver dollars, coined 
since 1878, or their paper representatives. 

Of the stock of gold, $297,567,000 is in treasury vaults, of 
which 1155,839,000 is held for the redemption of gold certificates 
outstanding, issued on deposits of gold coin with the treasury. 
The remainder, 1410,433,000, is in banks and scattered over the 
country. 

If we should exchange this stock of gold for a stock of silver, 
which would most surely and swiftly take place, were it not 
rendered impossible by the withdrawal of gold from the treasury 
and from circulation, what would we gain ? 

One of two things must certainly occur : either our gold 
will be hoarded by banks, trust companies, and individuals, or it 
will go abroad to pay for the silver which will be shipped here for 
sale. In either event we should reach a silver basis. 

What does a silver basis mean ? It means that the paying 
power of our money in foreign exchanges would be depreciated 
to the commercial value of the silver in our dollar. 

We have an object-lesson in our near neighbor, Mexico. 
Mexico is on a silver basis, and the consequence is that the Mexi- 
can silver dollar, although it contains more silver than our dollar, 
has a purchasing power in foreign exchanges equal only to its 
value as silver bullion. 

But, it is said, this country is suffering from a scarcity of 
money, which the free coinage of silver will relieve. This is not 
sustained by the facts. 

The amount of money in actual circulation in the United 
States has increased during the last twenty years $727,000,000, a 
per-capita increase of about $5. There is more money in use 
to-day in the United States,* both in the aggregate and per 
capita, than ever before in the history of this country, and more 
than in any European country, except France, where the people 

♦amount of money in actual circulation in the united states 
february 1, 1891. 

Gold coin and gold certificates $565,280,785 

Standard silver dollars and silver certificates 368.663,035 

Subsidiary silver coin 57,723,629 

Greenback?, treasury notes, and national-bank notes 534,088,802 

Total 81,525,756,251 
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have not accommodated themselves to the use of checks and other 
substitutes for money to the same extent as in other great com- 
mercial countries. 

Moreover, from a recent investigation made by the Comp- 
troller of the Currency, it is shown that about 92 per cent, of the 
business of the banks is done with substitutes for money — checks, 
drafts, etc. — and only about 8 per cent, in cash. 

The greatest fallacy in the free-coinage argument is that 
through the influx of large quantities of silver the volume of our 
circulating medium would be increased. That it would change 
the basis of our currency from gold to silver there can be but little 
doubt, but that it would increase the volume of money, or perma- 
nently increase the price of silver, is open to serious question. 

The movement of the precious metals from one country to 
another is not regulated by statute or open mints, but is purely a 
business transaction. They move only when it is profitable. 

Just as long as it was profitable to ship silver to the United 
States — that is, just as long as it would bring a higher price here 
than elsewhere — silver would come. But it would not come when 
the shipment ceased to be profitable. If our mints should be open 
-to the free coinage of silver, the stocks of silver would move to 
this country solely because they could be converted, at the high- 
est market price, into our legal-tender money, which could, in 
turn, be converted into gold at par ; but the moment our cur- 
rency reached a silver basis, when our legal-tender paper 
money could only be exchanged for silver dollars, the profit to 
the foreign bullion-owner for the interchange of his silver for our 
gold would cease, and silver would be imported then only as an 
exchange matter, just as gold is now. 

If, then, silver ceased to come here because it was not profit- 
able to ship it and receive payment in dollars whose purchasing 
power would only be equal to the value of the metal contained in 
them, which is sure to happen if we reach a silver basis, where 
would be the gain in the volume of our currency ? 

Further increases of circulation are provided for by the existing 
law, under which the government is required to purchase, at the 
market price, 54,000,000 ounces of silver a year, payment to be 
made in legal-tender paper money redeemable in coin. This will 
have the double effect of adding about $60,000,000 a year to the 
circulation and sustaining the price of silver, without further im- 
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perilling the chances of a monetary agreement with other nations, 
which is the only true solution of the silver question. Free coin- 
age upon our part, at our ratio of 16 to 1, would be an absolute 
barrier to such an agreement. 

The suggestion of an international monetary agreement is too 
often looked upon as an evasion; but, we repeat, it is the only so- 
lution. 

It was by the combined action of various nations in discon- 
tinuing the use of silver as money that the link was broken 
between silver and gold. It will be only by the combined action 
of nations of sufficient commercial importance to maintain a ratio 
that the link will be united. 

"We may yet entertain the hope of such concerted action. 
Eventually the embarrassments arising from the attempt to use 
one metal alone as the measure of value and the medium of ex- 
changes may become so intolerable that commercial nations may 
find it to their advantage to join the United States in the remone- 
tization of silver. 

The table on the preceding page, which has been compiled from 
the latest official and other reliable data, is presented as an ap- 
proximate exhibit of the stock of gold, silver, and " uncovered " 
paper money in the principal countries of the world, the metallic 
standard of each, and the legal ratio between gold and silver in 
coinage in each. 

Edward Owen Leech. 



